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CONFIDENTIAL KUALA LUMPUR 5019 

E.O. 11652: GDS 
TAGS: MASS, MY 

SUBJECT: FY 1977 FMS FINANCING 

REF: (A) KUALA LUMPUR 3987 DTG 270930Z JUN 77 
(B) STATE 153871 DTG 1 1854Z JUL 77 

1 . DCM BENNETT AND POL SECTION CHIEF BUTCHER MET WITH MFA PRINCIPAL 
ASSISTANT SECRETARY FOR EUROPE AND AMERICAS SATHIAH JULY 27 TO 
RECOMMEND GOM CABLE AUTHORIZATION FOR MALAYSIAN AMBASSADOR TO SIGN FMS 

LOAN AGREEMENT AND TO EXPLAIN PROBLEMS RESULTING FROM GOM 
INATTENTIVENESS TO VARIOUS DEADLINES IN IMPLEMENTING FMS CREDIT 
AGREEMENTS. ADCM POINTED OUT THAT THE MALAYSIAN FINANCE MINISTER (MOF) 

) 

TREATMENT OF SEPARATE FISCAL YEAR AGREEMENTS AS IN EFFECT A LUMP SUM 
AGREEMENT TENDED TO BLUR INTERNAL DEADLINES, CITING THE RECENT INSTANCE 

WHEREBY FAILURE TO ACT UNTIL THE ELEVENTH HOUR ALMOST RESULTED IN THE 
MALAYSIANS LOSING OVER US$2.1 MILLION THAT WOULD HAVE LAPSED HAD THEY 
NOT REPEAT NOT MET THE REQUIRED DEADLINE. 

(SEE EA/IMS SHEPARD TO BENNETT LETTER OF JULY 1.) 

2. SATHIAH EXPRESSED APPRECIATION FOR BEING ALERTED TO THIS PROBLEM, 
CONFIDENTIAL 
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CITING POOR COMMUNICATION BETWEEN THE MALAYSIAN FINANCE AND 
DEFENSE MINISTRIES AS WELL AS HABITUAL DELAYS ALL ELEMENTS OF THE 
GOVERNMENT EXPERIENCE IN DEALING WITH MOF AS THE SOURCE OF THE 
PROBLEM. FURTHERMORE, MALAYSIAN EMBASSY WASHINGTON IS DEALING 
DIRECTLY WITH MOD AND MOF ON FMS, BYPASSING MFA. BENNETT SUGGESTED 
PERHAPS MFA SHOULD ARRANGE TO SIT IN ON JOINT DEFENSE-FINANCE 
MEETING TO ENSURE COORDINATION AND ALERTNESS TO USG PROCEDURAL 
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REQUIREMENTS. SATHIAH SAID HE WOULD LOOK INTO THIS. HE SAID IT 
WOULD BE VERY HELPFUL IF WE COULD PROVIDE HIM A PAPER RECAPITULATING 
THE VARIOUS PHASES OF THE FMS LOAN AGREEMENTS ALREADY UNDERWAY OR 
PENDING, INCLUDING INHERENT DEADLINES. 

3. ACTION REQUESTED: IN ORDER TO RESPOND TO SATHIAH WOULD APPRE- 
CIATE RECEIVING AS SOON AS POSSIBLE AN UPDATED STATUS REPORT OF 
THE STATE OF PLAY IN IMPLEMENTING THE FY 77 AND FY 78 AGREEMENTS, 

INCLUDING DEADLINES THAT MUST BE MET. IT ALSO WOULD BE HELPFUL IF 
DEPT. IN COORDINATION WITH DOD CAN KEEP US APPRISED OF PENDING 
DEADLINES OR PROBLEMS SO THAT WE CAN ALERT MFA. 

MILLER 
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